
DCAA Aud¡t Flndings
ontractor 3y Date Descript¡on

{ebraska (State oD ]CAA 9t4t200Í DCAA reviewed Nebraska's Department of Conectional Services'actual and estimated
da¡ly detent¡on retes. DCAA d¡d not edjust the actual or est¡mated detention rates.

ihaw Environmental & Infrastructure. lnc. )CAA 613012006qudit found that contraclo/s billed costs on first vouchers are acceptable as submitted.

Shaw Environmental & Infrastructure. Inc. DCAA 6/30/2006Exam¡nation of the proposal disclosed questioned costs, including labor and indirect
expenses. Proposal is acceptable for negotiat¡on of a fair and reasonable price;
signif¡cant issues: results are qualified because they did not receive results of the
techn¡cal evaluation of labor, direct mater¡al, equipment, other direct costs,
subcontrecting, and travel; labor costs are quest¡oned due to the difference of the
contractor applying everage labor rates instead of actual labor rates; questioned indirec{
eYDenses âre altre lô ôlrêcfiônê.| in.{i.êôl râfêê fñr rrâ"¡^' 

'ê 
châw êêdmêñrê

-ifecare Management DCAA 6t't6t2001)CAA determined whether Lifecare's system design was acceptable for the award of a
rrospective contracl. DCAA noted deficiencies in the des¡gn ofthe account¡ng system -
10 controls in place for proper segregation of costs, ¡dentificat¡on of indirect pool and
lase costs not specif¡ed in accounting system, and Lifecare does not post contract
)osts on a monthly basis. Lifecare's response was not adequete in all instances.

ihaw Environmental & Infrastructure. lnc. DCAA 61151200tlontractoCs billed costs from September 4, 2005 through September 25, 2005 are
¡cceÞtable as subm¡tted.

)H2M Hill, Inc. DCAA 6t14t200e \udit questioned the proposed travel costs and the related questioned G&A expenses.

3H2M H¡ll, Inc. DCAA 6t14t200elol asserts that proposed costs were based on costs incurred from I 0/2005 through
l/2006, plus estimated costs. Audit found that "incuned 2005 & 2006" costs were
¡ctually commitments to subcontractor and est¡mates of costs, not actual costs booked
o CCI books and records. Quest¡oned costs related to differences between proposed
tnd recorded subcontract incurred costs; questioned costs related to other direct costs
)roposed as incurred, compared to actual costs recorded to their books and records.

Vlichael Baker Jr. (MBJR) DCAA 61141200(DCAA evaluated MBJR's compliance with Cost Account¡ng Standards. DCAA then
exam¡ned whether MBJR complied with deprec¡ation of Tang¡ble Capital Assets, and
applicable Federal Acquisition Regulat¡on Part 31 requirements. DCAAfound MBJR
mmol¡ed ¡n ell material resoects

Shaw Environmental & Infrastructure. lnc. ]CAA 61912006Contracto/s billed costs from ¡nception through December 31, 2005 are acceptable as
submitted.

Shaw Environmental & lnfrastructure. lnc. )CAA 6/9/2006Offeror has submitted adequate cost or pr¡cing data except for qualifications (technical
evaluat¡on not supplied): proposed labor categories; labor hours and labor mix; types
and quanlities of direct materials and/or equipment; other direct costs; subcontracting;
and number of trips and days, destinat¡ons, method of travel, and local transportation.
Qualifications significant enough to materially ¡mpact results of audit. Recommended
that contract pr¡ce negot¡ations not be concluded unt¡l results of the evaluation are
aññs¡.{crêd hv thê 

^ônfrâ^find ^ffiêêr
ihaw Environmental & Infrastructure. Inc. )CAA 6r8t2006 3fferor subm¡tted adequate cost or pricing data except for: proposed lebor categories;

abor hours and labor m¡x; types and quantities of direct materials and/or equipment;
)ther direct costs; subcontract¡ng; and number of trips and days, destinations, method
lf trevel ând lo€l lransDôrlâfiôn

Shaw Env¡ronmental & lnfrastructure. lnc. DCAA 5126t2006:xamination of proposal disclosed quest¡oned costs. Questioned costs ¡nclude:
tubcontractor costs and ¡ndirect expenses. Signifìcant issues: results are qualified
recause they did not receive technical evaluation of labor, direct material, equipment,
)ther direct costs, subcontrac{ing, and traveli subcontractor costs are questioned due to
r duplicate charge of a subcontractor invoice and the incorrect completion of the
Ðntractofs accounts payable ¡nvoice; and questioned indirect expenses are a result of
'he ¡r¡ecfinnad cilh.^ñ+râdôr'c 

^^ê+ê
CH2M Hill, Inc. DCAA 512212006Audit determined offeror has submitted adequate cost or pricing data ¡n support of ¡ts

forward pric¡ng indirect rates. Proposal was considered aceÆptable and reasonable.

Shaw Env¡ronmental & Infrastructure. lnc. DCAA 4t21t200(DCAA examined Shaw's cost-plus-fìxed-fee proposal to determine if the proposed costs
are acceptable as a bas¡s to negot¡ate a fair and reasonable contract price - the
proposal is for staff support services to the Disaster Recovery Centers in Houston, TX ¡r
support of people displaced by Hurricanes Katrina and Rita. DCAA took no exceptions;
however, it noted that the results are qualified to the extent that costs may be
quest¡oned based on the technical eveluation that is being performed on the more
snecif¡c a¡efq

lHzM Hill, lnc. DCAA 4nt2006Aud¡t determined that contractor had submitted adequate cost or pricing data in support
of its forward oricino direct lebor râtes

lc l )CAA 3131t200fDCAA evaluated CCI'S over 9100 m¡llion proposal to determine if part of the proposal is
acceptable as a basis to negot¡ate a fair and reasonable price. CCI submitted the
proposal for tasks for the individual assistance and techn¡cal ass¡stance associated with
Hurr¡cane Katrina relief. DCAA questioned CCI's proposed costs, includ¡ng costs
relâfe.l fô lâhôr' ând fô G.qA ñùêc+¡ônÊ.| lâh^r

lH2M Hill Internat¡onal Servicæs, Inc. 3123t2006Audit found direct labor differences due to a more current FPRA; CHIS is aware that
there is a more current INC FPRA because proposal was prepared. Laborescalat¡on of
3.7 percent ¡s consistent with rates supported by the cunent fourth quarter. Indirect
râtes wêre also ænsisfênf w¡fh .rrrreñf râfêq âf timê ôf ôrñôôe2l

Note: F¡gurss hâvs been r€moved to prot€ct disclosure of proprietary information.
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DCAA Aud¡t F¡ndings
lontractor w Date DeGcript¡on
lH2M Hill Constr. Inc. (CCl) )CAA 3t't3t2001 DCAA evaluated CCI's cost plus fixed-fee proposal to determine if the part of the

proposal examined was acceptable es a basis to negotiate a fair contract price. DCAA
examined the d¡rect labor rates; serv¡ce center rates; equipment, material, and supplies
costs; other direct costs; travel costs; and ind¡rect rates. DCAA questioned proposed
æsfs ãnal ialcnf¡fieal rrñcilôñôrlê.1 rñcfe

ìeveal lmaging Technologies DCAA 3113t2001DCAA examined Reveal's financial cond¡tion and capability to determine if the contracto
has adequate financial resourcÆs to perform on Gov't contrac-ts. To do so. DCAA
evaluated their prepared audited financial statements for FY 2003 and 2004, unaud¡ted
f¡nancial statements for FY 2005, and cash flow forecast through 2006. DCAA found
Reveal's financial condition to be acceptable for performing on Goyt contrac-ts.

:FS DCAA ?/23t2001 DCAA evaluated FFS' rough order of magn¡tude (ROM) proposal for a task under the
contract by verify¡ng the proposed direclsubcontrac.t costs to the contracto/s supportin!
documentat¡on; verifying the proposed craft compensation rates and all appl¡cable
burdens used to develop the proposed craft labor costs; and evaluat¡ng the document
status ofthe accounting, billing and other systems and financial capability. DCAA
identifìed a difference in the proposed burden and overhead rates applied to the base
labor rates and G&A Étes

nfozen, Inc. DCAA a2a200l fCAA examined Infrozen's accounting system to determine whether the design of the
¡ystem is ecceptable for the awaÍd of a prospect¡ve contrac{. They found that the desigr
)f the account¡ng system ¡s, in all material respects, considered acceptable for the
)rooôsed c¡nf¡âalf

Shaw Environmental & Infrastructure. lnc DCAA 2121t200Ê:valuation limited to certain contractor estimating pract¡ces used in preparing its
)roposals subm¡tted. Contraclor unable to prov¡de the basis for the proposed d¡rect
abor costs or certified cost or pricing data for the proposed subcontract costs.
:ollowing problems found: Contractor did not consistently prepare and document bid
rooks; document management reviews; subcontract pr¡cing considerations; did not
trovide subcontract cost of pric¡ng deta; contract did not prov¡de individual breakout of
abor costs by category. Audit recommended the contractor follow ¡ts own established
)olicies and procedures; deficiencies would be corrected if the contract would do so.

:FS DCAA ?J3t2001 ICAA evaluated four FFS public vouchers by verifying the claimed costs to the
iAP/summary costs records; the T&M rates; other direct cost to the detailed support;
nathematical accuracy of the public vouchers; and the subcontracto/s invoice to the
;ubcontractor's books and records. DCAA took except¡on to the T&M rates.

Jniversal Project Management lnc. (UPM) ]CAA 1t26t200fDCAA evaluated UPM's accounting system to determine whether the system design is
acceptable for the award of a prospective contract. DCAA found the system des¡gn
inadequete in that it could adversely affect record¡ng, processing, summarizing, and
reporting costs. DCAAfound a need for identificat¡on of unallowable costs and a need
fo ôreoere w¡iflen ôôl¡c¡êq âñ.1 ôrô.ê.firrêê

JPM )cAq 1r12t200ÍDCAA evaluated UPM'S subcontract with FFS by examining the proposed based labor
rate, indirect cost rate, other direct costs and fee costs. DCAA found that UPM had
inconectly calculated its indkect factor and that UPM's other and travel costs were
untraceeble. DCAA took exception to housing/per diem and laptop costs.

\TCS Serv. )CAA 1t11t200rThis ¡s a supplemental DCAA report replacing the above (#12) in its entirety. DCAA
further evaluated ATCS'labor costs - d¡rect and indirect. As to d¡rect labor rates. DCAI
appl¡ed the FY 2004 overhead, G&4, material handling, and profit to actual labor rates t(
determine a fully burdened rate for each category and skill level. As to ¡ndirect rates,
DCAA found the overhead end G&A rates for 2005 were based on projections from
actual 2002 rates, and delermined that these projections were not ind¡cat¡ve of actual
expenses incurred. DCAA took no exception to the proposed material handling rate.

.Fù )CAA 1t10t200eDCAA evaluated FFS' proposal for e task under the contrac,t by verifying direct labor
costs to books and records; verifying support for proposed direct
construct¡on/subcontracto/s costs; and evaluating the document status of the
account¡ng, billing and other systems and financ¡al capabil¡ty. DCAA took no
exceotions-

ATCS Serv. DCAA 1?J231200!)CAA evaluated the reasonableness of ATCS' proposed labor rates on a subcontract.
)CAA took exception to the proposed labor rates, proposed overhead, and G&A rates.
)CpA did not take exception to the proposed material hendling rate.

Shaw Environmental & Infrastructure. lnc. DCAA 1?,21t2005 :xcept for qualif¡cations for the audit of Part Vlll disclosure statement revis¡ons currenü¡
)eing in process, offeror has subm¡tted adequate cost and pricing data. proposal
Ðnsidered acceotable- Audit of Pârt Vlll currentlv ¡n orodress

BNI DCAA 12t16t2005Aud¡t determined that exeÆpt for qualificat¡ons regarding the results of a government
techn¡cal evaluation and the impact of BNI's proposed schedule extension, BNI
submitted adequate cost or pricing data. DCAA quest¡oned other direct costs, ¡ncluding
equipment, G&A expenses, and FCCM. BNI concuned with findings.

FFS DCAA 1'j11200! DCAA evaluated several FFS public vouchers. DCAA compared claimed costs to the
SAP/summary costs records; compared claimed costs/hours, on a test basis, to the
contrac'to/s detailed support; and verified the mathematical accuracy of the public
vôrrnhêre ñêÂÂ fnnl¡ n^ êy^aÂt'ñ^c

Note: Figurês have beên removed to protoct disclosure of propriêtary ¡nformation
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DCAA Aud¡t F¡ndings
lontractor 3v ate DeBcr¡pt¡on
VIBJR )CAA 11t30t200!,fCAA examined MBJR'S compliance w¡th the requirements of CAS 410 Allocation of

Jusiness Un¡t Generel and Admin¡strative Expenses to F¡nal Cost Object¡ves, end any
¡pplicable Federal Acquis¡tion Regulation Part 31 requirements. DCAAfound MBJR
Ðmolied ¡n all malerial resnecJs

:luor Federal Serv. Inc. (FFS) ]CAA 11t18t200! )CAA evaluated two FFS contract tasks by verify¡ng proposed labor rates and T&M
ates; comparing proposed indirecl rates to the establ¡shed foMard pricing rate
¡greement; verify¡ng support for the proposed other direct costs; and evaluat¡ng the
rtatus of accounting, billing and other systems of financial capab¡lity. DCAA lowered
:FS'T&M; lowered the G & A rete and the Cost of Money ratei and took no except¡ons
'ô lhê ôrôôôsêal lahnr mlcc and ôfhêr .l¡rêêf 

^ôcfc
ihaw Environmental & lnfrastructure. lnc. DCAA 11t18t2004lontractor ¡ncorrec{y appl¡ed two labor rates under Task Order I 5 and one labor rate

.¡nderTaskOrder lT.  Under l5:  rateforProjectManagerl l  -FieldandrateforField
'l&S Tech ll - Field. Under 17: rate for Administrative Assistant 2. No other exceotions
uêre taken

Sechtel National Inc. (BNl) DCAA 111161200!)CM evaluated BNI'S cost-plus-fixed-fee proposal for Group Site Design Services to
)btain the bases of estimates, verif¡ed the mathematical accuracy of the proposal, and
:raced proposed costs to supporting documentat¡on. DCAA took except¡on to BNI'S
)ther direct costs and subcontracting costs to which BNI agreed and submitted revised
ltôôôsâls lô ô¡ttêôJ lhê êrrñrq

lechtel National lnc DCAA 111101200t\udit revealed signif¡cant differences in proposal of over $100 m¡ll¡on, includ¡ng
:orrect¡ve ma¡ntenance and ut¡l¡ties. Contractor concurred and revised Drooosal.

ihaw Env¡ronmental & Infrastruc{ure. lnc. DCAA 11t4t200! =orecasted FY 2006 bidding rates were reviewed and approved by CACO. Contractor
lid not include proposed cost of money for task order 12; contrac,tor admitted omission
¡nd agreed thet cost of money should be included in total; error identified on task order
l, a)fher tâsk ôrdêß .lêfêrminê.| fô hc ârjêdrâlê

VIBJR DCAA 10t31t2001)CAA evaluated MBJR's certified final indirect cost proposal, revised schedules, and
elated books and records for reimbursement of FY 2003 ¡ncurred costs. The purpose 01
ihe examination was to determine allowability of direct and indirect costs and
ecommend contract¡ng off¡cer-determined indirect cost rates. DCAA questioned the
)roposed indirect state income taxes costs. DCAA also quest¡oned proposed indirect
.^rñ^Érê âdñiñ âl l^^â+¡^ñê

vlichael Baker Jr., lnc. (MBJR) DCAA 10t28t200! )CAA evaluated MBJR's certified final ¡ndirect cost proposal, rev¡sed schedules, and
elated books and records for reimbursement of FY 2002 costs. The purpose was to
ieterm¡ne the allowab¡lity of direct and indirect costs and recommend contracting officer
,etermined indirect cost rates. MBJR'S ¡ndirect rates were acceptable as adjusted by
:he examination. The claimed direct rates were acceptable and provisionally approved.
VIBJR did err in misclassifying other direc.t costs as subcontract costs.

lH2M Hill Constructors, Inc. DCAA 't0t21t200!leport l¡mited to direct labor rates, ¡ndirect rates, equipment and ODC. Except for
lualificetions, audit found offeror submitted adequate cost or pricing data.
lualif¡cations: non receipt of the requested technical evaluation regarding proposed
abor hours and material quantities (considered essential for review of labor and mater¡a
:osts); results qualif¡ed related to proposed CCI indirect rates (proposal was subm¡tted
)rior to FEMA effort, which would significently affect proposed indirect rates).

:luor Federal Serv¡ces. Inc. DCpÁ 10t19t2004\udit discovered difference in labor rates, specifically in the FEMA Hourly Rate
¡aheafirle

\KAL Security DCAA 9/30/2001fhe contraclor's accounting system is not acceptable for the award of the prospect¡ve
rontracl. Thes¡gnificantissueslistedbytheaud¡torsincluded:1)accountingsystemis
rot configured to allocate ind¡rect c¡sts to contracts; 2) contractor's t¡mekeeping system
'or employees lacked accountabil¡tyt 3) the contracto/s accounting system is not
)onfigured for segregating and aeÆumulating allowable costs; 4) inadequate ¡nternal
.¡nfrnl mrar hillina nrn¡adr r¡ce

lovenant Aviation Sec. DCAA 9t30t200! ICAA exemined Covenant's final indirect cost rate proposal and related records for
eimbursement of incurred costs to determine the allowability of d¡recl and ¡nd¡rect costs
rnd recommend contracting officer determined indirect cost rates. DCAA found
lovenant's accounting system adequate for eccumulating, reporting, and billing costs
)n govemment contracts. DCAA questioned Covenant's overhead costs and general
¡ñ..| â.lmiñ¡êlrâf¡vê 

^ñcfc
Siemens Ma¡ntenance Serv¡ces. LLC 9/30/2001)CAiq questioned costs were a result of large subcontract be¡ng reclassified as other

lirect costs and s¡gnificant decline in the costs of leasing/manning the warehouse rathel
han subcÆntracting this out. Also questioned consumables quote and the application ol
)roposed G&A rate to the G&A base. SMS does not believe this contract is subject to
ull CAS coverage because the CAS clause is not ¡n the contract. DCAA believes this
Ðntract is subject to full CAS coverage beceuse the PCO informed SMS that because
he opt¡ons were not competitive the options were subject to full CAS coverage.

Siemens Ma¡ntenance Services. LLC DCAA 9t30t200! fhe euditors questioned a subcontract being reclassif¡ed as other direct e¡sts. They
¡lso quest¡oned a decline in the costs of leasing/manning the warehouse because the
:ontrector menâded lhe wãrêhôrrse rãlhêr lhãn suhónlrâ.J¡nd ¡f ôut

Invizion, Inc. DCAA 9t291200! )CAA examined Invizion's accounting system to determine whether the system's desigr
Mas acceptable for the award of a prospective contract. DCAA found Inviz¡on's system
rnacceptable for the award of a contract - Inv¡zion does not allocate indirect costs
)ased on a causal/beneficial relationship to intermediate and final cost object¡ves;
nvizion has not prepared a FY 2005 budget w¡th a written description of the contents of
ha hâêôê âñd 

^^^lê
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DCAA Aud¡t F¡ndings
ontractor Bv ate )sscrlpt!9n

Startech DCAA 9129t200rDCAA examined StarTech's accounting system to determine whether the design of the
system was acceptable for the award of e prospective contraci. DCAA found StarTech,t
svstem uneæôtâble on I munfs fôr lhe âwâr.l õç a f ñlâ.{

PrimeFl¡ght Aviation )CAA 9t28t200! DCAA examined PrimeFlight's final ¡ndirect cost rate proposal and related records for
reimbursement of ¡ncurred costs to determine the allowability of intermediate home
office costs and recommend ¡ntermediate home office allocat¡ons. FirstFlight's
intermediate home office allocetions (legal fees, professional services) were acceptable
as adiusted bv DCAA exam¡netion-

DMJM Aviation. lnc. )CAA 9t26t200t Ind¡rec't rates are acceptable as proposed. Claimed direcl rates are acceptable and
prov¡sionally approved. Cumulative Alloweble Cost Worksheet represents costs that ar€
considered allowable under the listed contraci and therefore re¡mbursable.

iMS Holdings Corp. DCAA 9t26t200! DCAA examined SMS' revised final incuned cost proposal and related books and
records for reimbursement of FY 2002 incurred home off¡ce costs and allocat¡ons.
DCAA found SMS' accounting system to be inadequate because of the r¡sk of
unallowable costs being included. The audit also included expanded test¡ng to prov¡de É
reasonable basis for DCAA'S ooinion

/Vhelan Security Co. DCAA 9t26t2001 The accounting system ¡s not acceptable because it does not comply with
Transportation Security Administration Acquisition Management System. Th¡s can
adversely affect ability to record, process, summarize, and report costs in a manner that
is consistent with aool¡cable Government æntEct laws end redrlâf¡ôns

,ackson Hole Airoort Board DCAA 9t23t200! JHAB submitted a proposal for reimbursement of FY 2004 costs. DCAA quest¡oned
laimed direct labor for paid lunch breaks. The contractor did not concur.

ìiemens Dematic Corp. DCAA 9t20t200! )CAA examined Siemens'c,ompliance with the requirements of CAS 409, Depreciat¡on
Í Tangible Capital Assets to determ¡ne if the contractor compl¡ed with the requirements
)f CAS 409, and any applicable FAR Part 31 requirements during FY 2OOO. DCAA foun<
Siemens complied, in all meterial respects, with the requirements of CAS 409.

iiemens Dematic Coro. DCAA 91201200!)CAA examined S¡emens' compliance w¡th the requirements of Cost Accounting
itandards to determine if they complied w¡th the requirements of CAS 404, and any
rpplicable FAR Part 31 requirements during FY 2003. DCAA found Siemens complied,
n all material respects, with the requirements of CAS 404, Capitalization of Tangible
\ssets. durino FY 2003.

úValden Security )CAA 9t16t200! DCAA examined Walden's accounting system to determ¡ne whether the system's desigr
was acceptable for the award of a prospect¡ve contracl for security guard services.
DCAA determined that the design was not acceptable for the award of a prospective
contract because employees do not certify their time sheets and Walden does not
¡dentify and segregate unallowable costs as required by contract provisions.

iE ton I racK )CAA 9113t200!DCAA applied numerous agreed-upon procedures to GE's dhect labor and indirect
rates. The procedures resulted in a decrease in d¡rect labor costs and a decrease of
indirect costs from the oridinel emounts Drooosed

3oeing Service Company DCAA 9t6t200! Accounting system and related internal end control policies and procedures are
inadequate in part due to the s¡gnif¡cant deficiencies in the company,s control
environment and related internal control policies and procedures. Five significant
deficiencies: (1)inadequate investigation and documentation of potent¡al mischarging
that could be associated with certain ethical violations uncovered during investigations;
(2) inadequate policies related to hiring current and former government employees; (3)
¡nadequate policies and procedures regarding procurement integrity and hiring of formel
competitors'employeest (4) restricting government access to facfual informat¡on from
legal investigat¡ons that the company cons¡ders pr¡vileged; and (S) inadequate legal
investigat¡on procedures and lack of depertment wide investigation track¡ng system.

\sset Protection and SecuriÇ Services, LP DCAA 9ta200l fhe aqditors found that the account¡ng system was not acceptable for the award of
)rospect¡ve contract. Also, there were two significant defic¡encies in AP&SS's
rmunt¡no svstem fhâf mlrl.l rêsillf in ñisclâfêrl . qlq

Executive Secur¡ty DCAA 9t2t200! The contracto/s accounting system is not acceptable. There were significant
deficienc¡es ¡n their accounting system. Although there was no comprehensive
examination of the system, auditors determined that the deficiencies could adversely
affect the organization's ability to record, process, summarize, and report costs.

Rapiscan Systems, Inc. (RSl) DCAA 8t25t2004Aud¡t found differences as follows: Direct Lebor Rates: negative differences in
comparison of subcontractods proposed direct labor escalation rates versus direct labor
escalation rates obtained from Global Insight. Proposed escalation rates were lower
than the rates by Gl. Negat¡ve differences between proposed ¡ndirect expense rates
versus current actual indirect expense rates because the proposed rates are lower than
the actual retes.

Bechtel Systems and Infrastructure, Inc. DCAA 8t19t2005Aud¡t rev¡ewed ¡ndirect cost and allocation base projections end evaluated cost
allocation methods. During May 2005 rev¡ew, audit found that BSll's 2OO5 forecest
significantly increased ¡ts 2005 Long Term Incentive Program end bonus payout to
executivesoverthe2004amount. BSllsignif¡cantlyunderstated¡tsexclusionof
spec¡tically unallowable labor costs ¡n excess of the statutory salary cap. BSll concurred
with the f¡ndings and agreed to recomputed the executive salary cap and bonus amount
A¡r.l¡tôr fôiln.| fhê ÅilÂ ,nnÃ 

"a\r¡cêd 
ñr 

^^êâl 
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DGAA Aud¡t F¡ndings
]ontractor BY Date Descr¡ption
Surescan Com. DCAA 81121200!DCAA examined the direct labor and indirec{ expense rates of Surescan's to detérmine

if the paÍt of the proposal examined is acceptable as a basis to negotiate a fair and
reasonable contrac,t price, DCAA recommended an overall upward adjustment to the
proposed labor overhead and the base general and admin¡strat¡ve costs to account for
questioned incent¡ve bonuses and a math enor in the general and adm¡nistrative pool
æsls

ìeveal lmaging Technologies )CAA 8151200!DCAA applied numerous agreed-upon procedures - traced direct labor costs propõsed
to book and records; traced ¡ndirect rates proposed to books and records; and
compared escalation proposed w¡th escalation from Global Insight - to Reveal,s direct
labor Etes ând indirect refes bhôôse.l fôr FY ,^ñâ-tî117

ihaw Environmental & Infrastruc{ure. lnc. )CAA 7nnoÙ! Jfferor has submitted adequate cost or pricing data. Proposal acceptable as a basis fo
legotiation of a fa¡r and reasonable prov¡s¡onal forward pric¡ng rate agreement.

furner Construction Company DCAA 6t27ngg! lased on evaluat¡on of incurred cost submission, audit questioned following rates: (1)
)verhead/G&A rate. 4.1 3% of proposed overhead; questioned overhead expenses of
rvhich a signif¡cant amount is expressly unallowable expense under the FAR; (2)
:mployee Benefit Expense (EBE) rate. questioned 0.19olo ofthe proposed EBE rate.
luest¡oned the EBE pool some of wh¡ch was related to supplemental compensation and
¡nother part was related to pension costs which were not computed in accordance with
hê oension fundind redú¡rêmêñf. ôf FAR

Select, Inc. DCAA 6t10t2001)CAA examined Select, lnc.'s account¡ng system to determine whether the system's
lesign was acceptable for the award of a prospective contrac{. DCAA found that
ielec-t's accounting system was not acceptable for the award of a contrac{ - Select doer
ìot include a job cost system. lf Select is awarded the contract, they plan to take the
)roposed, adequate conective actions suggested by DCAA. DCAA will follow up to
¡heck on the corecl¡ve actions if Select is awarded the contract.

]are Core LLC 6191200!DCAA determined the cost realism and possible understatement of Care CoreÈ direct
abor, indirect rates, and other costs for their Nurse Case Management Services. DCAI
iound that Care Core was unable to provide adequate support for the some annual costl
orooosed for e ut¡l¡zation rev¡êw

\at. Ut¡|. Manag. Corp. DCAA 6/9/200{DCAA examined NUMC's accounting system to determine whether the system,s désign
was acceptable for the award of a prospective TSA contract. DCAA found that NUMC,S
design was not acceptable for the award of a contract - NUMC does not have adequate
timekeeping policies, does not segregate direct from indirect costs, does not compute
ind¡rect rates, does not have job cost ledgers, and does not have procedures to identiry
and seoreoete exôresslv unellowehlê msfs

leveal lmaging Technologies, Inc. ]CAA 5t25t200! quditors found that the contractor may have diff¡culty meeting its near-term financial
)bligations and may not be cepable of perform¡ng on ¡ts government contracts without
Sxlraordinaru meneoemenl actions

ìeveal lmaging Technologies )CAA 5t17t200r,DCAA examined Reveal's accounting system to determine whether it ¡s adequate for
accumulating costs under government contracts and whether the billing procedures are
adequate for the preparat¡on of costs reimbursement claims, i.e., interim public
vouchers and progress payments. DCAA found Reveal's accounting system to be
adequate for accumulating and billing costs under government contracts.

furner Construction Co. )cAA 5t16t2001fCAA examined Turne/s indirect cost proposal and related books and records for
€imbursement of FY 2003 incurred costs to determine allowab¡l¡ty of the indirect cost
ate and establish audit determ¡ne indirect cost rates for 2003. DCAA questioned
)verhead expenses for FY 2003 related to unallowable phantom stock option costs,
'eversal of add-back credits, and excess executive compensat¡on. Of the total
¡uestioned, several million dollars is listed as expressly unallowable per specific FAR
lauses. The questioned amounts resulted ¡n a questioned Overhead Rate in Fy 2003.

Shaw Env¡ronmental & Infrastructure, lnc. DCAA 5t't3t2005Audit found that offeror submitted adequate cost or pricing data. Considered proposal
acceptable as basis for negotiating a fair and reasonable forward pricing rate
aoreement.

L-3 Commun¡cations 3t29t200! DCAA applied numerous agreed-upon procedures to L-3's direct labor rates and
proposed ¡nd¡rect rates. As to d¡rect labor rates, DCAA found L-3 did not propose
escalation of the rates for the three year proposal. As to indirect rates, DCAA found the
proposed customer servieæ overhead rate and the G&A rate were not computed in
accordance with the contracto/s FY 2004 budget câlculations for the Security and
Detection Svstem D¡vision

looperative Personnel Services DCAA 3t24t200! Out of several m¡llion of claimed costs, a portion was questioned and a significant
amount was unresolved.

Jn¡sys Corporat¡on DCAA 31211200!DCAA examined Unisys' multi-million dollar modificat¡on proposal to provide core efforl
to lead and manage thê current TSA enterprise. DCAA quest¡oned 20yo of the
orooosed msts ând found lhet I 80/" wêrê Ûnsilnnô.iêfl

lNl 311012005Aud¡t revealed the follow¡ng changes to baseline est¡mates: Site roads, preliminary and
Detail Design, Fire Protection System, Perimeter Protec.tion, Util¡ty Connection.

Shaw Environmental & Infrastructure. lnc. )CAA 2t't5t2005Shaw E&l's overall accounting and estimating systems determined to be adequatã with
the follow¡ng qualifications: contractor changed the besis for allocating low value
equ¡pment (additional costs in the LVFE rate may be questioned based on the results of
the aud¡t of the cost impact); contractor submitted rev¡sion no. i3 and no. 14 to several
parts and audits are currently in progress; corporate costs were omitted ¡n error by the
contractor in the first proposal, detailed evaluation of proposed corporate costs could no
hê ôêrfôrñêd

Note: Figures hava been removed to prot€ct disclosure of proprietary information.
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DCAA Aud¡t F¡ndings
]ontractor Bv Dete Descr¡otion
lorgan Associates, Inc. DCAA 2t14t2001Contracto/s indkec{ rate is acceptable. Cla¡med direc,t costs are acceptable. Auditor

questioned direct costs proposed under govemment contracts. A negative quest¡oned
cost will increase the proposed amount. Quest¡oned direct costs by element w¡thin
specif¡c contracts are presented in notes. D¡rect costs not questioned are provisionally
approved. Cumulative Allowable Cost Worksheet (CACWS) considered allowable and
reimbursable. Penalt¡es for Unallowable costs was not included ¡n the subcontract.
None of the direc-t costs questioned in examinat¡on are subject to penalties provided ¡n
trÅFl

ìobert Lloyd Electric Company, Inc. DCAA i,1u200! Subcontradofs ¡ndirect rate is acceptable. Subcontrac,to/s indirec{ rate is limited on
lirect costs incuned through August I I , 2003. Subcontractor is entitled to full rate on
tirect costs ¡ncurred effec.t¡ve August 1 1. Claimed direct costs are acceptable. Costs ol
)umulative allowable costs are considered allowable under listed subcontracts and are
eimbursable. Indirect Costs subject to penalty not included in aud¡t.

ìicondo & Associate. lnc. DCpd 1n1200! :xam¡nation of cost proposal for FY 2005 d¡sclosed questioned 2nd tier subcontract
Ðsts and questioned overhead costs. Auditor reclassified direct travel costs to
iubcontrac{ costs and reclassified d¡rect labor costs to overhead costs. The ¡ncurred
Ðst submission is acceptable as a basis for determination of indhect rates. However,
;ignifÌcant issues re: Appendix 3 - Cumulat¡ve Allowable costs for FY 2002 and FY 2003

DMJM Aviat¡on lnc. DCAA 1?/161200t )CAA evaluated DMJM's invoiced direct labor and other direct costs under ¡ts Boe¡ng
iubcontract, to determine if the subject costs are in compliance with applicable
)rov¡sions of the FAR and the subcontrac.t. DCAA found the direct labor and ODC costs
iaimed on the subcontrac't invoices were overstated in CFY 2002and understated in
IFV 2ôô1

DMJM Av¡ation lnc. DCAA 1Z3nÙÙt DCAA examined DMJM'S f¡nal indirect cost rate proposal and related books and records
for reimbursement of FY 2003 direct costs only on a Boeing Service Company
Subcontract. DCAA quest¡oned DMJM's d¡rect labor and DMJM's other direci costs, but
ctherw¡se found DMJM's claimed direcl costs acceptable as adjusted.

Ihe Boeing Company DCAA 11t17t200tBoeing's control environment is inadequate in part. Exam¡nation disclosed 6 significant
defic¡encies that impac,t Boeing's control environment that may result in a decreased
control consciousness of employees and misclassified costs at the Boeing segments.
Significant issues: (1) inadequate invest¡gation and documentation of potential time
m¡scharging that could be associated with certa¡n ethical violations uncovered during
investigations; (2) inadequate policies and procedures related to hiring cunent and
former government employees; (3) inadequate policies and procedures regarding
procurement integrity and hiring of former compet¡tors' employees; (4) restricting
government access to fac{ual ¡nformat¡on from legal ¡nvestigations that the company
considers pr¡vileged; (5) not displaying DOD Hotline Posters as required; (6) inadequate
legal investigation prodecures and lack of a department wide investigation tracking

tlCS Pearson. lnc. )CAA 10t26t200¿Apply¡ng agreed-upon-procedures, the audit resulted ¡n Labor costs being negotiated
from$46,569,005to$16,093,955. Intravel , theaudi tnegot iatedfrom930,S60,3S2to
$1,652,715. Subcontractor statistics were not provided at the time of the audit.

Siemens Dematic Corp. ]CAA 101512001DCAA examined Siemens'Air Cargo & Security div¡sion's billing system and related
internal controls to assure ¡t complied with applicable laws and regs, are effec.tive over
compliance w¡th appl¡cable laws and regulations, and are adequate and operat¡ng
effectively. DCAA found the billing system and related internal control policies and
ñrôrêafi rrêc n¡{anr rafa

)MJM Aviation lnc. )CAA 9t29t2004DCAA examined DMJM'S final indirect cost rate proposal and related books and records
Íor reimbursement of FY 2002 direct costs only, to determine allowabil¡ty. Except for the
qualification on information processed through the subcontractor's computerized
systems, claimed direct costs were acceptable and provisionally approved pending f¡nal
acceptance. DCAA did find that the schedule of direct costs by contracusubcontract
and its schedule of govemment participation in ¡ndirect expense pools were inconect
regard¡ng the assignment of costs to the appropriate pool.

Siemens Dematic Corp. ]CAA 91281200tfCAA exam¡ned Siemens'Air Cargo & Security d¡vision's f¡nal indirect cost proposal
¡nd related books and records for reimbursement of FY 2002 incuned costs to
,eterm¡ne allowabil¡ty of direc.t and indirect costs. DCAA found the ind¡rect rates end
t¡rea:l côsls â.ænlâhle

C971 1-579 (Yarow) DC¡Á 91241200¿DCAA quest¡oned costs of Yarrow's proposal for consulting services. Specifically,
DCAA questioned Yarrow's proposal costs for dkect labor, overhead, and travel

S¡emens Demat¡c A¡rport Cargo & Security
ODerat¡ons Div¡sion

DCAA 9t20t200t DCAA examined Siemens'Airport Cargo & Security Operations'compl¡ance w¡th the
requirements of CAS 418, Allocation of Direct and Ind¡rect Costs, to determine if the
contractor c¡mplied with the requirements of CAS 418, and any applicable FAR Part 31
requirements during FY 2003. DCAAfound Siemens complied, in all material respects,
with fho reailiremañtê 

^f 
ôAq álÂ

Fluor Federal Services DCAA 713012004Audit discovered dÍfferences in proposed and actual composite direct labor rates;
Contractor did not hav6 current FPRR for their direct labor rates. Audit of subcontractor
disclosed differences only for the proposed TRS subcontractor direct labor rates (chart).
Differences ¡n Overhead (home), in Overhead (field), and in G&A; other direct costs
included difference ¡n airfare. Contractor reserved comment.

Nots: Figures have been removed to pþtec1 d¡sclosure of proprietary informat¡on. 
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DCAA Audlt Findings
ontractor Bv ate )escription

Tumer Construct¡on Company DCAA 6t25t200¿Offeror has submitted adequate invoice cost data. However, subcontracto/s billing
system has some inadequacies which could result in the subcontractor billing the
govemment ¡nappropriately. Vouchers were not prepared ¡n all respects in accordance
w¡th applicable Cost Accounting Standards. lmpact of noncompliances considered
relat¡vely insignif¡cant. Vouchers are accepteble for payment. TCC's practice of billing
for costs prior to being posted to the ledger could result ¡n the govemment being double
billed. Recommend that in the future Turner should only bill costs after it has been
posted to the ledger. Recommend Tumer implement controls to prevent the
m¡s.Jâsc¡fu¡ñô ôf .ô.1.

iiemens Dematic Coro. )CAA 6nt200¿DCAA exam¡ned Siemens' public voucher request under a Boeing Subcontract to verify
the amount cla¡med to Siemens' books and records as a basis for approving subcontrac
f¡nancing in accordance with the prov¡sions of the subcontract. DCAA took no exceDt¡on
to claimed costs. DCAA did note two issues: (1) that the subject b¡ll¡ng was prepared
using budgeted FY 2003 direc{ labor rates and ind¡rect expense rates, and (2) while the
billed labor costs reflect actual labor hours incuffed they do not reflecl actual labor costs

BM Global Serv. Fed. DCAA 511412004DCAA evaluated IBM'S subcontract proposal by exam¡ning the direct labor and indirect
expense rates, hardware, software, travel and web hosting services. DCAA took
exception to the proposed lower-tier subcontractor direcl labor rates and questioned the
ôrôôôsed æll ænler msfs

,lCS Pearson. Inc. DCAA 5131200tNCS Pearson, Inc. submitted a proposal for costs incurred of $607,978,607.DCAA
questioned $257,712,435 in deficient costs includ¡ng In-house/interdivis¡onal labor,
subcontracvtemporary agency labor, travel, and other direct costs. The contractor has
contested the find¡nds in deteil

lurner Construction Company DCAA 5131200¿Based on evaluat¡on of ¡ncurred cost submiss¡on, audit questioned following rates: (l)
overhead/G&A rate. the proposed overhead rate. Questioned overhead expenses as
FAR unallowable expense; (2) EBE rate: quest¡oned the proposed EBE rate.
questioned the EBE pool related to pension costs which were not computed in
amrdenæ wes CAS ¿tl2

\irborne I Corp. DCAA 41231200')CAA examined A¡rborne's accounting system to determine whether the system's
jesign is acceptable for the award of a prospec-tive contracl. DCAA found that the
;ystem's design ¡s not, ¡n all respects, acceptable for the award of a prospective
rnlÉct es it æuld result ¡n missfâtêd .ôsfs

3ovansys Corp. DCAA 41191200/)CAA evaluated Covansys' proposed direct labor rates, indirect expense rates,
ronsultant rates and selected consumables. DCAA adjusted the previously overstated
abor overhead rate and the general and admin¡strative expense rete, and reduced the
:EVel exoenses-

Siemens Dematic Airport Cargo & Security
Operations Division

4t8t200/ )CAA evaluated S¡emens Air Cargo & Security div¡sion to perform physical
)bservations (for checks) and determine that employees are actually at work, that they
¡re performing in their assigned job classif¡cations, and their t¡me ¡s charged to the
¡ppropriate jobs. DCAA found certain contract Iabor pract¡ces required conective action
o ¡mprove the reliab¡l¡ty of the contradofs labor acÆounting system - timecards signed
trior to end of work week; not all time was recorded; insufficient employee training; and
nâaledrrâfe f¡ñêkêêninõ nrô.Þdr rrê

Turner Construction DC¡A 31512001)CAA reviewed Turne/s indirect cost proposal and related books and records for
eimbursement of incurred costs. DCAA'S rev¡ew resulted in quest¡oned overhead
,lxpenses (dinner, entertainment, promotions, etc.), to which DCAA reduced Turne/s
)verheed rete-

ïurner Construction Co. ]CAA 3151200/DCAA examined Tumeds indirect cost proposal and related books and records for
reimbursement of FY 2002 incurred costs. The purpose was to determine allowabil¡ty
and allocab¡lity of ¡ndirect cost rate and establish audit determined indirect cost rate for
2002. DCAA questioned the proposed overhead rate and overhead expenses as FAR
¡¡nallowahlc evncnee

lomeland Security Corp. 3t4t200t DCAA evaluated Homeland Security's claimed costs under a contract providing for the
training of federal air marshals. DCAA quest¡oned costs related to airfare and rental car
expenses. Homeland Security concurred with the quest¡oned cost exceptforthose
related lo fhe renfãl ôf ã I l-Hâul

lobert Lloyd Electric Company, Inc. )CAA 3t1t200¿Report pertains only to the performance of agreed-upon procedures to verify the
amounts claimed on Pay Application Number 33. Aud¡tor did not perform an
exam¡nation on the subject matter of the report. Appl¡cation of agreed-upon procedures
disclosed no signif¡cant exceptions ¡n the amounts claimed on Pay Appl¡cation Number
33

STC Construction. LLC DCAA 2t20t2004All proposed costs were questioned These included: subcontractor claims, extended
tield overhead, unabsorbed overhead, add¡tional eng¡neer¡ng costs, lost share VECp
savings rounding, the costs were either not supported, or their were included in wrong
Éteoories

F¡rstline Transportat¡on DCAA 21181200,:xamination revealed questioned costs. The costs pr¡marily related to adjustments to
3&4. The contractor ¡mproperly applied a combined G&A rate. Adjusted G&A rate due
o voluntary reduction in the allocation of PrimeFlight Aviat¡on SeNices expenses by the
Ðnlrâctor-

L-3 Communications 11151200.DCAA examined L-3's time and material proposal and f¡rm-f¡xed-price portion to
determ¡ne if the proposed costs were acceptable as a basis to negotiate a fair and
reasonable contract price. The estimated costs are for engineering serv¡ces and
meetings to support the purchase of 43 explosive detection systems un¡ts. DCAA found
the proposal acceptable for negotiation of a fair and reasoneble price. However, there
was an error in the proposal for costs related to the Tra¡n¡ng Specialist, and SDS
calculated ind¡rect charge personnel as direct ¡n aniving at some costs.

Note: Figures have been removed to protect d¡sclosure of propriêtary informâtion. 
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DCAA Aud¡t F¡ndings
ontractor 3v Dete Descr¡pt¡on

--3 Security Detection DCAA thSl2O0/ ICAA audited L-3's est¡mated price for engineering servicÆs and meetings to support
:he purchase of43 explosive detect¡on systems un¡ts. DCAAfound the cosupricing dak
nadequate in part, however, because the inadequac¡es are considered insignificant, the
)roposal ¡s an acceptable basis for negot¡ation of a fair and reasonable price.

-eo A. Daly Company DCAA 1l2l2ï0¿ ndirect rates are acceptable as proposed. Direct costs were acceptable as adjusted by
¡xamination. Questioned d¡rect subcontract costs due to an overb¡ll¡ng by one of Daly,s
iubcontractors. Contraclor concurred. D¡rect costs not quest¡oned, provisionally
¡pproved. Evaluat¡on also found that Daly acqu¡red computer equipment and charged
lirect to the Boeing subcontract. Daly is holding equipment pend¡ng disposition
nstruct¡ons from the prime contractor. Because computers are considered deliverables
¡nder subcontract, audit did not quest¡on any costs associated with them.

Philip Wlliams DCAA 12t17t2001DCAA examined the direct labor rates and indirect rate of Philip Wlliams & Associates
proposal to FEMA. DCAA found thet Phil¡p Wlliams' cosupricing data in support of the
rates were inadequate in part. The proposal, as adjusted by DCAA audit, is now
acceptable as a basis for negotiation of fair and reasonable pricing.

Ricondo & Associates. lnc. DCAA 12t5t200iDCAA exam¡ned Ricondo's cert¡f¡ed f¡nal indirect costs proposal and related books and
records for reimbursement of FY 2002 ¡ncurred costs to determ¡ne allowabil¡ty of d¡rec-t
and ind¡rect costs and recommend contracting officer-determined ¡ndirect costs for
2002. DCAA questioned subcontract costs. DCAA also questioned costs and classified
others as unresolved ¡n 2nd tier subcontract costs related to 3rd tier subcontract assist
aud¡ts. The questioned subcontract costs was due to questioned direct labor costs and
overhead c¡sts. The development of the ¡ndirect rates included quest¡oned costs due to
unallowable costs and a reclassifìcation of payroll var¡ance from base cost to the

-eigh Fisher Associates, LLP (LFA) ]CAA 12i1t200îFY 2002 overhead cost rate is acceptable as proposed. Except for qualmcations,
claimed d¡rect costs are acceptable. Questioned claimed direct 3rd t¡er subcontract
costs. Classified as unresolved claimed ¡ndirect costs by Arup pend¡ng accounting f¡rm
completing its evaluat¡on of actual ind¡rect costs. Direct costs not questioned ere
prov¡s¡onally approved. Qualifications: 3rd tier subcontracts are undef¡nit¡zed letter
subcontracts, cannot reach dennitive conclusion on the alloweble amounts on these
subcontracts.; SSMTS has not submitted ¡ts incuned cost submission for costs incurred
on 3rd tier subcontracts, unable to assess reasonableness of time and material type
rates used to bill labor and direct costs; DGAA will not receive ¡n-process audit by
MacDonnel & Dodd. Classifying costs as unresolved pending receipt of the assist audit,
expected prior to Dec. 31, 2003.

3omez Construction Co 11t25t200i )CAA examined Gomez's accounting system to determ¡ne whether it is adequate for
¡ccumulat¡ng costs under a Gov't contract, and whether the billing procedures are
rdequate for the preparation of cost re¡mbursement claims, i.e., interim public vouchers
rnd progress payments. DCAA found Gomez's accounting system inadequate in part fol
¡ccumuleting costs/billing under a Gov't contract - deficient in completing t¡mesheets;
ioes not identify or segregate FAR 31.2 unallowable costsi does not comp¡le
)ool/appl¡cable bases for indirect rate computations; has a subs¡d¡ary job cost ledger
iummarizing all costs ¡ncurred; does not book costs to contrac,t on a linê ¡tem by line
tem basis; and bills the Gov't a % of completion method, not based on costs incurred.

SSTMS, Inc. )CAA 11125t200',tDCAA applied agreed-upon procedures to SSTMS, InCs direct labor costs, indirec{
expense rates end other d¡rect costs under a pr¡me contract. DCAA was unable to veriry
the hourly rates beceuse the subcontrector treated labor as a time and material contract
and the labor rates were loaded rates. Therefore, they only verified the total hours
¡ncurred.

Acceptance lnc. dlbla MAXaero DCAA 11t21t200',1Application of agreed-upon procedures to evaluate cumulative costs. Application of
these procedures identified a number of adjustments. Labor costs were adjusted
upwards recognizing contrac{ rate versus billing rate and not recognizing billing rate
after complet¡on of contract. Other d¡rect costs were adjusted where paid costs were
above the ce¡l¡ng for d¡rect costs. The audit did not f¡nd any labor charg¡ng problems.
Auditor believes TSA has potential recovery for excess home office rates.

Turner Aviation Security 1112112O0'lReport pertains only to the performance of agreed-upon procedures to evaluate rates
and factors, using analytical procedures, conteined ¡n the ¡nit¡al proposal and
subsequent undefinitized supplemental agreements. Did not perta¡n to subject matter o
report. Subcontractor data estimates that are primar¡ly the basis for undefin¡t¡zed and
sInôlêmêñfâl  ãdrêemêñle

^/orldw¡de 
Flight Services DCAA 11t13t2004Worldw¡de Fl¡ght Services submitted a proposal for pre-board screening of passengers

and carry-on beggage at eight airports from Feb 17 2002 through Dec 31 2002. DCAA
questioned costs related to d¡rect labor rates, G & A rate, bonuses, ODC. and SUTA
retes. The contraclor representatives reserved the¡r comments until negotiations.

lorgan Associates, Inc. DCAA 10114r200iqudit determ¡ned subcontractofs indirect rate is acceptable as proposed. Claimed
lkect rates are acceptable and are provisionally approved pend¡ng final acceptance.

Note: Figures have been removed to prot€ct d¡sclosure of proprietary information.
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DCAA Aud¡t F¡ndings
:ontractor Bv Date Descr¡pt¡on
tlorlhrup Grumman Mission Systems (formerl)
l'RW Systems)

DCAA 9t29t200i DCAA examined the contraclofs voucher no. I to determine the allowable cost under a
T&M subcontract for modeling, analysis and simulation support from June 17, 2002 to
Dec 31, 2002. They found that the contracto/s voucher is not acceptable for processing
due to costs which are otherwise allowable but are in excess of subcontracl limitations.
The contractor states that they have been reassured the additional funding will be
forthcoming and they will be paid in good faith for the work performed.

itate of Nebraska DCAA 9141200iIhis was an applicat¡on of agreed-upon procedures. They included: 1 ) verificat¡on of
nathemat¡cal accuracy of rate calculations. 2) they relied on and considered historicel
:osts to evaluate DCS'S calculated ratest and 3) evaluated DCS'S methodology for
¡llocating indirect costs from its central administrat¡on to the Hastings facility. They did
ìot perform exam¡nation and did not express any opinions.

-loyd Electric Company, Inc. DCAA 81281200ilontracto/s ¡ndirect rate is acceptable as adjusted. Cla¡med direct costs are acceptablr
¡nd provisionally approved. Ind¡rect costs questioned are believed to be subject to
)enafties provided in FAR 52.242-3. Aud¡t found expressly unallowable costs subject to
:he penalty in the ¡ndirect rate. Because the subcontractorwas only allowed to bill the
¡overnment with an ind¡rect rate, the subcontractor d¡d not bill the govemment using th(
ndirect rate that included the FAR unallowable costs. Auditor believes oenalties can be

JS AiMays DCAC 71281200iIGAA disallowed US Airways'cle¡med interest on ¡nvoices unpaid for more than 30
IâVS.

)organ Associates, Inc. DCpÁ 6n51200i :loor checks disclosed no significent deficiencies in the contracto/s timekeeping or
abor system. Report pertains only to evaluating the contracto/s timekeeping
¡rocedures and performancæ of floor checks. Aud¡t expressed no opin¡on on the
ldeouecv of the mntrectô/s lâbôr ãaf,¡rrnl¡nd svstem Côñfrâa:fôr .nn.ilñêd

.eo A. Daly Company DCAA 61231200ilertain timekeeping and labor charging practices require corrective action to improve
he reliability of Dely's labor accounting system. Recommendations: (1) require
>mployees to complete the¡r timesheets on a da¡ly basis; (2) require employees to
ecord all hours worked whether paid or nott (3) collect completed timesheets no earlier
han lhe final wnrk .lâv ôf thê ñâv ñêdô.|

.eo A. Daly Company DCAA 6t18t200i \ccounting system is adequete for accumulat¡ng costs under government contracts.
:xam¡nat¡on limited to determin¡ng whether Daly's accounting system ¡s adequate for
¡eÆumulating costs under prospective government contracts. Did not perform
þmprehensive examination of contractor's overall account¡ng system and its related
ñ+arñâl  

^^ñ+r 
lÊ À¡¡¡ l i f  cwn¡cecac ñ^ 

^ñ¡ñ¡^ñ ^ñ 
ê"êh

R¡condo & Assoc¡ate. lnc. DCAA 6t17r200i lontracto/s account¡ng system is adequate for accumulat¡ng costs under Government
rontracts. Examinat¡on limited to determining whether Ricondo's accounting system is
¡dequate for accumulat¡ng costs under prospect¡ve Government contracts. Auditor did
ìot perform a comprehensive exam¡nation of the subcontractor's overall accounting
ivstem ând its relafed ¡nlêmãl mnfrôls

Iurner Aviation Security DCAA 6t31200aSubcontracto/s accounting system is inadequate in part; Examination disclosed 2
significant deficiencies in TAS's account¡ng system that could result in misstated costs.
Recommend disapproval of these portions of TAS account¡ng system. Significant
lssues: (1)subcontractor ellocating salary to the subcontract, appl¡cable to
salaried/exempt employees, based on a 40 hour work week, as opposed to an allocet¡on
of salary based on total actual hours, does not consider impact of uncompenseted
overtime hours; (2) TAS ¡s charging vacation, sick leave and holiday costs d¡rect to the
subcontract and is not properly allocating these benefìts among projects when an
employee works on more than one project a month; (3) subcontractor has reserved
comments until a further rev¡ew by upper management of the bus¡ness unit.

lorgan Associates, lnc. )cAA 51231200iCAI's accounting system is adequate for accumulating costs. Exam¡nation was limited
to determining whether CAI's accounting system is adequate for accumulating costs
under government contracts. Auditor d¡d not perform a comprehensive examination of
the subcontrac{o/s overall accounting system and its related ¡nternal controls. No
ôñiñ¡ôñ ôñ fhFeê ¡ ñf¡ôle wâ

Tumer Aviation Security )CAA 5t15t200rSertain subcontractor labor practices require improvement to ¡ncrease the reliability of
:he subcontractor's labor accounting system. Suggest¡ons include: (1 ) TAS does not
rave an Employee Awareness Program ¡n place or documenled ¡n its written policies
¡nd procÆdures - creete one; (2) develop wr¡tten procedures, applicable to employees
rnd superv¡sory personnel, for the proper issuance and control of employee timesheets
)rior to certif¡cation; develop written procedures for proper correct¡on of timesheet
sntries prior to certification; (4) develop a single timesheet that will identiFy all hours
rvorked by each employee by using a coding system for ¡dentifying the projects being

-loyd Electr¡c Company, Inc. DCAA 4t28t200i lertain subcontractor labor practices requ¡re corrective action to improve rel¡ab¡lity.
feficiencies noted in relation to indirect e¡st during floor checks. 10 employees d¡d not
;ign paychecks, thereby not certifying accuracy of timesheets. 57 of 88 examined
imesheets were missing one or both s¡gnatures. Th¡s ¡s an unacceptably h¡gh rate of
ì5 percent error. Auditor will perform follow-up evaluation of subcontracto/s
jmekeeping internal controls and determine status of the c¡ted deficiencies, correct¡ve
¡ctions, and impact of deficiencies on the overall adequacy of the subcontracto/s

Note: F¡gures havê besn removed to protsct disclosure of propri€tary ¡nfomaùon. 
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DCAA Aud¡t F¡ndings
ontractor Bv Date Descript¡on

Jn¡ted Airlines, World Headquarters DCAA 4t28t200i Audit resulted ¡n downwerd adjustment. The auditor determined the amounts billed by
UAL did not include profit for the work performed by UAL employees. The biltings for
work performed under lower tier agreements did include profit, wh¡ch was built into he
b¡lled labor rates. Took except¡on to the total direct labor costs cleimed for the
checkoo¡nt GSC secur¡fu ând tôfal suDeru¡sion .lirê.i lâhôr ô¡cfc

\merican Eagle Airlines, Inc. lcAA 4118t200iqmer¡cân Eagle Airl¡nes, Inc. submitted a proposal for costs incuned. DCAA questioned
:osts that they said was unsupported by the terms of the OTA (Other Transactions
qgreement) including direct labor cost. The contracto/s representative init¡ally
:oncuned in a meeting but reserved comment and is preparing a written response.

)ontinental Airl¡nes. lnc. )cAA 4114t200iIAL submitted a proposal for costs incurred. DCAA quest¡oned costs that they said was
rnsupported by the terms of the OTA (Other Transactions Agreement) including
)verstated labor cost and their assoc¡ated fringe benefits. The contracior concuned for
r downward ediuslment

J.S. Airways DCAA 41111200iJS Airways submitted a proposal for costs incuÛed. DCAA questioned that they sa¡d
ilas unsupported by the terms of the OTA (Other Transactions Agreement) including
iirect labor, overhead, security vendors, G & A costs, and the cost of ¡nterest. The
þntrac,tor did not mncur w¡fh lhe results

Northwest Airlines 4t3t2001 ICAA found NWA erroneously billed management labor hours, overtime premium costs
¡nd retention bonuses. resultino ¡n e downwârd âd¡ustment

qmerica West Airlines DCAA 4r2t200'l )CAA found AWA billed secur¡ty serv¡ces at the Tampa, FL location, which was not
ncluded on the original OTA l¡sting of airport screening locations. The f¡nd¡ng resulted
n e downward adiusfmenf

Southwest Airlines DCAA 3t4t200i Southwest developed a separate system to manually account for general and
¡dministrative costs incurred and billed under an Other Transaction Agreement (OTA).
)CAA investigated the system, f¡nding two dupl¡cations in invoices with Argenbright
ìecur¡fu le lower-tier anreemêñf\ recrrll¡nô in a ¡lnwnwar¡l a¡li¡ ¡etmcnr

'luntleigh USA Corporation 2t21t200iThe contractor billed for costs incurred. The significant issues include: 1 ) billed
amounts are overstated for all elements when compared to recorded costs based on
account¡ng data. 2) Labor dollars were understated because the contractor
underest¡mated actual labor hours on the vouchers and applied ¡ncorrect rates to regulal
and overtime hours. 3) SUTA, FUTA, workers compensation, and fringe benefits were
overstated. 4) The auditors set out severance pay, royalties, end shutdown costs in
their entirety because the contractor did not record any severance pay or shutdown
costs or demonstrated that royalt¡es are based on cost ¡ncuned as required by AMS
Policy Guidance. 5) Severance pay was estimated at a percentage of total wage dollars
plus FICA expenses - however, no severance costs were ¡ncuned. 6) Shutdown costs
were est¡mated to be - no record of shutdown costs. 7) G&A expenses associated with
adjusted base amounts are also adjusted.

3lobal Aviation Services Corooration )CAA 2/12t200i Audit of disclosed questioned costs, including Labor, Sales tax, in Airport Fees, and in
lncentive Pavments.

Prospect A¡rport Serv¡ces )CAA 't21311200i\udit of proposal disclosed quest¡oned costs including Labor Hour/T&M Labor Rate
{djustments and Other Direct Costs. Significant issues included labor hour
¡djustments, questions of uniform costs and parking costs - it is unclear if employees
À,ere made to pay for these costs without reimbursement from employer, ¡n which case
fSA would not be aæounteble fôr costs

MAXAERO DCAA 12120t2001Maxplus, Incorporated DBA MAXaero submitted a proposal for concourse and gate.
screening servicÆs at var¡ous airport locat¡ons from Feb 17 2002 through Nov 19 2OO2
.DCAA quest¡oned costs related to the composite labor rate. The contracior
representative reserved comment. DCAA recommended that contract orice
negotiations not be concluded until a technical assessment of the reasonableness of the
ôrôôôseal lahnr hnrrrc arc êñnci.lÊrê.1 hV thâ 

^^ñf.âdiñ^ ^trêÀ'
3lympic Security ServicÆs, Inc. DCpÁ 12t20t2002Olympic Secur¡ty Services, Inc. submitted a proposal for airport security serv¡ces at 30

US airports from Feb 17 2002 through Sept 30 1 I 2002. DCAA questioned costs reletec
to workers compensation insurance, unemployment taxes, overhead costs, G & A costs
and phase-out costs. DCAA did not provide the ar impact of their audit findings on
proposed billing rates in a meeting with the contracto/s representatives. DCAA
recommended thet contract price negotiations not be concluded until a technical
assessment of the reasonableness of the proposed labor hours has been performed an(
.nncidêrê.i hv +hê ¡ññtrâdiñÀ ñffi^âr

Viation Safeguards DCAA 12t4t2001Costs were questioned relating to direct labor hours and loaded labor rates. The
contracto/s accounting system is not adequate for accumulating costs under
prosoective Government contracts.

Viation Safeguards 12t4t2002Av¡ation Safeguards submitted a proposal for a¡rport screening servicÆs from Feb l7
2002 through Nov 19 2002. DCAA questioned costs related to direct labor hours and
loeded labor rates. The contractor representat¡ves agreed with DCAA,S adjustment of
the proposed labor hours but left the rates and other matters to further negotiation.

nternational Total Services. lnc. DCAA 1112612002International Total Serv¡ces, Inc. subm¡tted a voucher for airport passenger screen¡ng
serv¡ces from Feb 17 2002 through August 2002. DCAA questioned costs including
duplication of records for direct labor wages, questioneble payroll tax calculations,
unallowable billing of port fees and sales tax, closed site fees and adm¡nistrat¡ve fees
which were not prov¡ded for ¡n the contract, bonus costs not billed accord¡ng to the FAA-
approved Bonus Plan, and questionable base cost. The contraclor has egreed to
retroact¡ve changes of certa¡n terms of the contract in a Nov 15, 2002 letter from the
TSA but DCAA has not quantif¡ed what impact these changes w¡ll have.

Noto: F¡gureshavsbesnremovedtoprotectdisclosur€ofproprietaryinfomation. 
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DCAA Aud¡t Findings
Security Services Inc. submitted a proposal for airport screening services from

l7 2002 through Nov I 9 2002. DCAA questioned costs related to d¡rect labor hours
and loaded lebor rates. The contrac{or representatives agreed with DCAA,S adjustment
of the proposed labor hours but left the rates and other matters to further negotiat¡on.

DAL Global Serv¡ces. lnc. DAL Global Service's Inc. proposed provid¡ng pre.boarding security screening at 1B
commercial airports across the continental US from Feb 17 2002 through Nov I 9 2002.
DCAA questioned costs due to the difference between the proposed costs for absences
and fringe benefits and the contracto/s actual costs for these ¡tems which it prov¡ded to
its employees. DCAA recommended that contract price negotiations not be concluded
until a technicel assessment of the reasonableness of the proposed labor hours has
been performed and considered by the contracting off¡cer.

Security Associates, Inc. WorldvMde Security Associates, Inc. submitted a proposal for airporl passengers' pre-
board security screening services at 1 1 US airports from Feb 17 2OO2 through Nov lg
2002. DCAA questioned costs related to the proposed labor hours and ¡ndirect rates.
DCAA did not provide the dollar impact of their audit findings in a meet¡ng with

representative. DCAA recommended that contract price negotiations not be
until a technical assessment of the reasonableness of the proposed labor

has been performed and considered by the contracting off¡cer.

of proposal disclosed questioned costs including Loaded Labor c¡sts and Other

Wackenhut Corporation proposed prov¡d¡ng concourse and gat+.screening
various airport focations from Feb 17 2002through Nov 19 2002. DCAA questioned

including adjusting proposed labor hours to actual labor hours incentive bonuses
are funded by the TSA outside of this subject proposal, uniform cleaning costs
are not reimbursed to employees by the contractor, and for applying the G & A

the gross receipts tex to ODC funds. The contractor agreed to eliminate the
bonuses and non-reimbursed uniform cleaning costs for a downward

DCAA recommended that contract pr¡ce negotiations not be concluded until
technical assessment of the reasonableness of the proposed labor hours has been

and considered by the contracting officer.

Figures have besn romovsd to protect disclosure of proprietary infomation. 
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